May 15, 1997

The Honorable William J. Clinton
President of the United States
The White House

1600 Pennsylvania Avenue, N.W.
Washington, D.C. 20515

Dear Mr. President:

We would like to take this opportunity to confirm important aspects of the Balanced Budget
Agreement. It was agreed that the net tax cut shall be $85 billion through 2002 and not more than $250
billion through 2007. We believe these levels provide enough room for important reforms, including
broad-based permanent capital gains tax reductions, significant death tax relief, $500 per child tax credit,
and expansion of IRAs.

In the course of drafting the legislation to implement the balanced budget plan, there are some
additional areas that we want to be sure the committees of jurisdiction consider. Specifically, it was agreed
that the package must include tax relief of roughly $35 billion over five years for post-secondary education,
including a deduction and a tax credit. We believe this package should be consistent with the objectives put
forward in the HOPE scholarship and tuition tax proposals contained in the Administration’s FY 1998
budget to assist middle-class parents.

Additionally, the House and Senate Leadership will seek to include various proposals in the
Administration’s FY 1998 budget (e.g., the welfare-to-work tax credit, capital gains tax relief for home
sales, the Administration’s EZ/EC proposals, brownfields legislation, FSC software, and tax incentives
designed to spur economic growth in the District of Columbia), as well as various pending congressional
tax proposals.

In this context, it should be noted that the tax-writing committees will be required to balance the
interests and desires of many parties in crafting tax legislation within the context of the net tax reduction
goals which have been adopted, while at the same time protecting the interests of taxpayers generally.

We stand to work with you toward these ends. Thank you very much for your cooperation.

Sincerely,

Newt Gingrich Trent Lott
Speaker Senate Majority Leader



